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For the year ended 31st December, 2006

The Company is incorporated in Bermuda as an
exempted company with limited liability and its
shares are listed on the Stock Exchange. The
directors consider Accufit Investments Inc., a
company incorporated in the British Virgin Islands
to be the parent and ultimate holding company of
the Company. The address of the registered office
and principal place of business of the Company is
1st Floor, Hing Lung Commercial Building, 68
Bonham Strand East, Hong Kong.

The consolidated financial statements are presented
in Hong Kong dollars, which is also the functional

currency of the Company.

The Company acts as an investment holding
company. The principal activities of its principal

subsidiaries are set out in note 39.

In the current year, the Group has applied, for the
first time, a number of new standards, amendments
and interpretations (“new HKFRSs"”) issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA"), which are either effective for
accounting periods beginning on or after 1st
December, 2005 or 1st January, 2006. The adoption
of the new HKFRSs had no material effect on how
the results and financial position for the current or
prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment

has been required.
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The Group has not early applied the following new
standards, amendment or interpretations that have
been issued but are not yet effective. The directors
of the Company anticipate that the application of
these standards, amendment or interpretations will
have no material impact on the results and the
financial position of the Group.

HKAS 1 (Amendment)  Capital Disclosures'
HKFRS 7 Financial Instruments: Disclosures'
HKFRS 8 Operating Segments®

HK(IFRIC)-Int 7

HK(IFRIC)-Int 8

HK(IFRIC)-Int 9

HK(IFRIC)-Int 10

HK(IFRIC)-Int 11

HK(IFRIC)-Int 12

Applying the Restatement Approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies?

Scope of HKFRS 23

Reassessment of Embedded
Derivatives*

Interim Financial Reporting and
Impairment®

HKFRS 2 - Group and Treasury Share
Transactions®

Service Concession Arrangements’

Effective for annual periods beginning on or after
1st January, 2007.

Effective for annual periods beginning on or after
1st March, 2006.

Effective for annual periods beginning on or after
1st May, 2006.

Effective for annual periods beginning on or after
1st June, 2006.

Effective for annual periods beginning on or after
1st November, 2006.

Effective for annual periods beginning on or after
1st March, 2007.

Effective for annual periods beginning on or after
1st January, 2008.

Effective for annual periods beginning on or after
1st January, 2009.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

The consolidated financial statements have been
prepared under the historical cost convention,
except for certain property, plant and equipment
and financial instruments, which are measured at
revalued amounts or fair values, as appropriate, as

explained in the accounting policies set out below.

The consolidated financial statements have been
prepared in accordance with the Hong Kong
Financial Reporting Standards issued by the HKICPA.
In addition, the consolidated financial statements
include applicable disclosures required by the Listing

Rules and the Hong Kong Companies Ordinance.

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries. Control is achieved where the Company
has the power to govern the financial and operating
policies of an entity so as to obtain benefits from

its activities.

The results of the subsidiaries acquired or disposed
of during the year are included in the consolidated
income statement from the effective date of
acquisition or up to the effective date of disposal,

as appropriate.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by

other members of the Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.
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Minority interests in the net assets of consolidated
subsidiaries are presented separately from the
Group's equity therein. Minority interests in the net
assets consist of the amount of those interests at
the date of the original business combination and
the minority’s share of changes in equity since the
date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests
of the Group except to the extent that the minority
has a binding obligation and is able to make an
additional investment to cover the losses.

The acquisition of subsidiaries is accounted for using
the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at
the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued
by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet
the conditions for recognition under HKFRS 3 are
recognised at their fair values at the acquisition
date.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the excess
of the cost of the business combination over the
Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group's
interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the

excess is recognised immediately in profit or loss.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of
the net fair value of the assets, liabilities and

contingent liabilities recognised.

Property, plant and equipment, other than
construction in progress, are stated at fair value
less accumulated depreciation and accumulated

impairment losses.

Buildings, plant and machinery, motor vehicles and
office equipment held for use in the production or
supply of goods or services, or for administrative
purposes, are stated in the consolidated balance
sheet at their revalued amount, being the fair value
at the date of revaluation less any subsequent
accumulated depreciation and any subsequent
accumulated impairment losses. Revaluations are
performed with sufficient regularity such that the
carrying amount does not differ materially from that
which would be determined using fair values at

the balance sheet date.
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Any revaluation increase arising on revaluation is
credited to the asset revaluation reserve, except to
the extent that it reverses a revaluation decrease
of the same asset previously recognised as an
expense, in which case the increase is credited to
the consolidated income statement to the extent
of the decrease previously charged. A decrease in
net carrying amount arising on revaluation of an
asset is dealt with as an expense to the extent that
it exceeds the balance, if any, on the revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus

is transferred to retained profits.

Depreciation is provided to write off the fair value
of items of property, plant and equipment, other
than construction in progress, over their estimated
useful lives and after taking into account of their
estimated residual value, using the straight-line

method.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and
the carrying amount of the item) is included in the
income statement in the year in which the item is

derecognised.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

Construction in progress are carried at cost, less
any identified impairment losses. Depreciation of
construction in progress commences when they are
available for use (i.e. when they are in the location
and condition necessary, for them to be capable of

operating in the manner intended by management).

Financial assets and financial liabilities are
recognised on the consolidated balance sheet when
a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to
the acquisition or issue of financial assets and
financial liabilities (other than financial assets and
financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value
of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit

or loss.

Financial assets

The Group’s financial assets are classified as loans
and receivables. All regular way purchases or sales
of financial assets are recognised and derecognised
on a trade day basis. Regular way purchases or
sales are purchases or sales of financial assets that
require delivery of assets within the time frame
established by regulation or convention in the
marketplace. The accounting policy adopted in

respect of loans and receivables is set out below.
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Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans
and receivables (including long-term loans
receivable, trade and other receivables from third
parties, deposits and prepayments, short-term loans
receivable, deferred consideration, trade and other
receivables from minority shareholders and bank
balances) are carried at amortised cost using the
effective interest method, less any identified
impairment losses. An impairment loss is recognised
in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and
the present value of the estimated future cash flows
discounted at the original effective interest rate.
Impairment losses are reversed in subsequent
periods when an increase in the asset’s recoverable
amount can be related objectively to an event
occurring after the impairment was recognised,
subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed
does not exceed what the amortised cost would

have been had the impairment not been recognised.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

Financial liabilities and equity

Financial liabilities and equity instruments issued
by a group entity are classified according to the
substance of the contractual arrangements entered
into and the definitions of a financial liability and

an equity instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. The Group's financial
liabilities are generally classified into other financial
liabilities. The accounting policies adopted in respect
of financial liabilities and equity instruments are

set out below.

Other financial liabilities

Other financial liabilities including trade and other
payables, amount due to a minority shareholder,
dividend payable and borrowings are subsequently
measured at amortised cost, using the effective

interest method.

Equity instruments
Equity instruments issued by the Company are
recorded at the proceeds received, net of direct

issue costs.
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Derecognition

Financial assets are derecognised when the rights
to receive cash flows from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards
of ownership of the financial assets. On
derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and receivable is

recognised in profit or loss.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid

and payable is recognised in profit or loss.

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have
suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately, unless
the relevant asset is carried at a revalued amount
under another standard, in which case the
impairment loss is treated as a revaluation decrease

under that standard.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but
so that the increased carrying amount does not
exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset in prior years. A reversal of an
impairment loss is recognised as income
immediately, unless the relevant asset is carried at
a revalued amount under another standard, in which
case the reversal of the impairment loss is treated

as a revaluation increase under that standard.

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the

weighted average cost method.

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods and services provided
in the normal course of business, net of discounts

and sales related tax.

Sales of goods are recognised when goods are

delivered and title has passed.

Interest income from a financial asset is accrued on
a time basis, by reference to the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts
the estimated future cash receipts through the
expected life of the financial asset to that asset’s

net carrying amount.
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Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount
of the leased asset and recognised as an expense

on a straight-line basis over the lease term.

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other

leases are classified as operating leases.

Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount
of the leased asset and recognised as an expense

on a straight-line basis over the lease term.

Rentals payables under operating leases are charged
to profit or loss on a straight-line basis over the
term of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense

over the lease term on a straight-line basis.
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

Income tax expense represents the sum of the tax

currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit as
reported in the consolidated income statement
because it excludes items of income and expense
that are taxable or deductible in other years and it
further excludes income statement items that are
never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that
have been enacted or substantively enacted by the

balance sheet date.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary
differences and deferred tax assets are recognised
to the extent that it is probable that taxable profits
will be available against which deductible temporary
differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the

taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow

all or part of the asset to be recovered.
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Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is
charged or credited in the consolidated income
statement, except when it relates to items charged
or credited directly to equity, in which case the

deferred tax is also dealt with in equity.

Payments to Mandatory Provident Fund Scheme and
state-managed retirement benefit schemes which
are defined contribution schemes are charged as
an expense when employees have rendered service

entitling them to the contributions.

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary
economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates
of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at
fair value that are denominated in foreign currencies
are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary
items that are measured in terms of historical cost

in a foreign currency are not retranslated.
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7 Notes to the Consolidated Financial Statements

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period
in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried
at fair value are included in profit or loss for the
period except for differences arising on the
retranslation of non-monetary items in respect of
which gains and losses are recognised directly in
equity, in which cases, the exchange differences
are also recognised directly in equity.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group'’s foreign operations are translated into the
presentation currency of the Company (i.e. Hong
Kong dollars) at the rate of exchange prevailing at
the balance sheet date, and their income and
expenses are translated at the average exchange
rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the
exchange rates prevailing at the dates of
transactions are used. Exchange differences arising,
if any, are recognised as a separate component of
equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the
period in which the foreign operation is disposed
of.

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets if any, are capitalised as part of the cost of
those assets. Capitalisation of such borrowing costs
ceases when the assets are substantially ready for
their intended use or sale.

All other borrowing costs are recognised in profit
or loss in the period in which they are incurred.
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¥ Notes to the Consolidated Financial Statements

The Group’s major financial instruments
include bank balances, borrowings, loans
receivable, trade and other receivables from
third parties, trade and other receivables
from minority shareholders, amount due to
a minority shareholder, trade and other
payables, and dividend payable. Details of
these financial instruments are disclosed in
respective notes. The risks associated with
these financial instruments and the policies
on how to mitigate these risks are set out
below. Management manages and monitors
these exposures to ensure appropriate
measures are implemented on a timely and

effective manner.

Credit risk

The Group’s maximum exposure to credit risk
in the event of the counterparties failure to
perform their obligations as at 31st
December, 2006 is the carrying amount of
those assets as stated in the consolidated
balance sheet. In addition, the Company has
concentration of credit risk on top five major
customers which accounted for
approximately 64% of the Group’'s total
trade receivable and all of them are located
in the People’s Republic of China (the
“PRC"). In order to minimise the credit risk,
the management of the Group has delegated
a team responsible for determination of
credit limits, credit approvals and other
monitoring procedures to ensure that follow-

up action is taken to recover overdue debts.
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7 Notes to the Consolidated Financial Statements

Credit risk (continued)

In addition, the Group reviews the
recoverable amount of each individual debtor
at each balance sheet date to ensure that
adequate impairment losses are made for
irrecoverable amounts. In this regard, the
directors of the Group consider that the

Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited
because the counterparties are reputable
banks.

Interest rate risk

The Group’s exposure to cashflow interest
rate risk is mainly attributable to its bank
balances, variable-rate short-term loans

receivable and variable-rate borrowings.

The Group’s fair value interest rate risk
relates primarily to fixed-rate bank

borrowings and long-term loans receivable.

The Group currently does not have any
interest rate hedging policy. The directors
monitor the Group’s exposure on ongoing
basis and will consider hedging interest rate

risk should the need arise.
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The fair value of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using prices

from observable current market transactions.

The directors consider that the carrying
amounts of financial assets and financial

liabilities recorded at amortised cost in the

W hEFRCD K R ERZ RIBF

oo

HE S M

1 H B 75 AR 7%
CIEER PN @N

BRELLEHOZHE
KasEES B A

consolidated financial

statements

approximate their respective fair values.

Revenue represents the net amounts received and

receivable during the year and is analysed as

follows:
—EEXREF —EERF
2006 2005
THET FAT
HK$°000 HK$'000
Sale of goods 1,646,593 1,378,226
Interest income from the provision
of financial services 4,201 1,860
Rental income under operating
leases in respect
of plant and machinery 1,086 1,086
1,651,880 1,381,172
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7 Notes to the Consolidated Financial Statements

For management purposes, the Group is currently
organised into two operating divisions — printing
and manufacturing of packaging products, and
distribution of products. These divisions are the basis
on which the Group reports its primary segment

information.

Segment information about these businesses is

presented below:

2006
MRKREE
BEEMR PHEM Hith BE
Printing and
manufacturing
of packaging Distribution
products of products Others Total
THER TR THET TExT
HK$’000 HK$’000 HK$'000 HK$’000
REVENUE 425,862 1,220,731 5,287 1,651,880
RESULT
Segment result 97,366 39,559 2,523 139,448
Interest income 19,933
Unallocated corporate income 1,689
Unallocated corporate expenses (25,270)
Finance costs (25,195)
Profit before taxation 110,605
Income tax expense (15,277)
Profit for the year 95,328
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HEZZTRFTZA=1+—HBIEFE Forthe year ended 31st December, 2006

—EERE 2006
MRREE
BHEER PHEM Hit BE
Printing and
manufacturing
of packaging Distribution
products  of products Others Total
THER TER TER TER
HK$'000 HK$'000 HK$'000 HK$'000
BEREX BALANCE SHEET
BE ASSETS
NREE Segment assets 776,331 264,480 24,063 1,064,874
REB 2 OEEE Unallocated corporate assets 271,979
MEBEE Consolidated total assets 1,336,853
8 LIABILITIES
NEEE Segment liabilities 98,165 113,486 514 212,165
REB2%EE Unallocated corporate liabilities 519,627
ReEmaf Consolidated total liabilities 731,792
HittE# OTHER INFORMATION
EARERAY Capital expenditures 78,511 - 2,589 81,100
ME - WEREME  Depreciation of property,
ZIE plant and equipment 26,167 132 1,775 28,074
BERNEENTZ Amortisation of prepaid
i lease payments 478 - - 478
HEWME  #ER  Loss on disposal of property, plant
HEzEB and equipment 1,626 - - 1,626
A E=EZ FEF  Impairment of trade and other
R E e U ER K receivables from third parties,
Fle RFBMAFIERMAE deposits and prepayment 1,279 36 - 1,315
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BE-ZZRF+-A=T—HILHE Forthe year ended 31st December, 2006
6. (¥XRHEDE () 6. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
EL S| Business Segments (continued)
—TERE 2005
Nl I A BE
BEEM 7 HEm B B
Printing and
manufacturing
of packaging  Distribution
products  of products Others Total
FET TET FTHET FTET
HK$'000 HK$'000 HK$'000 HK$'000
I & REVENUE 350,225 1,028,001 2,946 1,381,172
ES RESULT
GECE S Segment result 89,759 8,126 (651) 97,234
FE WA Interest income 10,946
REBZHZERA  Unallocated corporate income 6,920
REB 2 Unallocated corporate
¥ i expenses (21,842)
BERA Finance costs (17,728)
JEMGEEE NE]E4E  Share of result of an associate 11 11
HEBE AR ZWZE  Gain on disposal of an associate 6,919 6,919
HEMBARZUE  Gain on disposal of a subsidiary 633 633
WY E R Z A Discount on acquisition
released to income 4,730 4,730
Bx B0 A1 A Profit before taxation 87,823
FIEH Y Income tax expense (13,254)
NG Profit for the year 74,569
78 FBREBERAT —TTAEEH
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HEZZZTXF+-B=+—HIFE Forthe year ended 31st December, 2006

LEREMWEDE (&) 6. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

EL S| Business Segments (continued)
—TERE 2005
Nl I A BE
BEEM 7 HEm B B
Printing and
manufacturing
of packaging  Distribution
products  of products Others Total
FET FET FTHET FTET
HK$'000 HK$'000 HK$'000 HK$'000
BERER BALANCE SHEET
BE ASSETS
NEREE Segment assets 667,647 205,197 60,623 933,467
REBIOEEE Unallocated corporate assets 231,211
RAEREE Consolidated total assets 1,164,678
& LIABILITIES
NERE Segment liabilities 61,654 51,893 611 114,158
REBZEBE  Unallocated corporate liabilities 519,095
REBAaRE Consolidated total liabilities 633,253
HitER OTHER INFORMATION
EAREMAY Capital expenditures 116,685 - 215 116,900
WE - W NEME  Depreciation of property,
ZIE plant and equipment 22,461 - 1,751 24,212
ERNEERNKZ Amortisation of prepaid
B lease payments 551 - - 551
HEWE  #EK  Loss on disposal of property,
FE2ESE plant and equipment 1,171 - - 1,171
JEWE=%Z HEF  Impairment of trade and other
R E At R AR receivables from third
HE SRS parties, deposits and
ZRE prepayments 207 1,545 - 1,752

KITH HOLDINGS LIMITED Annual Report 2006
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7 Notes to the Consolidated Financial Statements

The Group's operations are located in Hong Kong,
the PRC, Korea and Europe. Printing and
manufacturing of packaging products are carried
out in the PRC and distribution of products are
carried out in the PRC, Hong Kong, Korea and

Europe.

The following table provides an analysis of the
Group's sales by geographical market, irrespective

of the origin of the goods/services:

RugmE8 s 2 HERS BRBE AR A 2 B Rt
Sales revenue by Contribution to

geographical market profit before taxation

ZERAE _TTHF ZBEARE _TTIF

2006 2005 2006 2005

THER FHET THEx FTET

HK$'000 HK$'000 HK$'000 HK$'000

H PRC 922,063 715,831 136,304 105,556
& Hong Kong 658,126 649,212 5,695 1,961
#H Korea 70,830 - 17,345 -
BUM Europe - 16,059 = 640
Hit Others 861 70 37 23

1,651,880 1,381,172

REBEZAZEWA  Unallocated corporate income 1,689 6,920

REEZOELTHE  Unallocated corporate expenses (25,270) (21,842)
JEMREE 2 N A1 %4 Share of result of an associate - 1

BEK AR Finance costs (25,195) (17,728)
HEBE AR 2UE  Gain on disposal of an associate - 6,919
HEMB AR ZWZE Gain on disposal of a subsidiary - 633
e E A= WA Discount on acquisition released to income - 4,730
B B A& A Profit before taxation 110,605 87,823
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HEZZTRFTZA=1+—HBIEFE Forthe year ended 31st December, 2006

The following is an analysis of the carrying amount
of segment assets and additions to property, plant
and equipment, analysed by the geographical area

in which the assets are located:

PTHEEZREE ME - BERREZARE
Carrying amount Additions to property,
of segment assets plant and equipment

“EERE —EZETRHE ZEBERE —IZTThF
2006 2005 2006 2005
THERT TET THERT TET

HK$’000 HK$'000 HK$’000 HK$'000

926,112 865,397 78,511 116,685
126,116 63,399 2,589 215
12,493 - - -

= 4,651 = -

153 20 - -
1,064,874 933,467 81,100 116,900
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“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

—BEAREF —ZETRHF
2006 2005
FET FHET
HK$'000 HK$'000
J& &t A & Interest on:
RITEE AR Bank borrowings wholly
TFANEHER repayable within five years 24,158 16,960
HBER AR Other loans wholly repayable
hERNZHEER within five years 1,037 768
25,195 17,728
—EERE —TTRF
2006 2005
TER FAT
HK$'000 HK$'000
MIEBEE The charge comprises:
BNEARIE - Current tax:
HEAENFH Hong Kong Profits Tax 2,406 -
R ERER PRC Enterprise Income Tax 13,006 12,186
15,412 12,186
REFEEETR : Underprovision in prior years:
BEAENFH Hong Kong Profits Tax 298 -
EERIE Deferred taxation:
KEE Current year (433) 1,068
MARARREWNBAR  Taxation attributable to the
FrEE 2 RE Company and its subsidiaries 15,277 13,254
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BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

Hong Kong Profits Tax is calculated at 17.5% of

the estimated assessable profit for both years.

PRC Enterprise Income Tax is calculated at the

applicable rates relevant to the PRC subsidiaries.

Pursuant to the relevant laws and regulations in
the PRC, certain of the Company’s PRC subsidiaries
are entitled to exemption from PRC Enterprise
Income Tax for two years commencing from their
first profit-making year of operations and thereafter,
they are entitled to a 50% relief from PRC Enterprise
Income Tax for the following three years (“Tax
Holiday").

The Tax Holidays for Yunnan Qiaotong expired in
2000. Start from 2001, Yunnan Qiaotong is
classified as one of the approved “Advanced
Technology Enterprise with Foreign Investment
FHRERERMADZE" and is entitled to
preferential PRC Enterprise Income tax rate of 15%
up to 31st December, 2005. However, pursuant to
an approval received from local tax authorities,
Yunnan Qiaotong is classified as one of the
approved "Enterprise with Foreign Investment in
the Central and Western Regions F 75 &8 1 [& 90 7
& %" Accordingly, Yunnan Qiaotong
continues to entitle to a preferential PRC Enterprise

Income tax rate of 15%.
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“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

iz
H

FARBEX B ATEESRER KRB The tax charge for the year can be reconciled to
Al M E BRI - the profit before taxation per the consolidated

income statement as follows:

—EEXRE —TTRF
2006 2005
FTERT FHET
HK$'000 HK$'000
B 75 B v Profit before taxation 110,605 87,823
HEAE33% Tax at the applicable tax rate of 33%
“EETRF : 33%) (2005: 33%)

AAEAOTIA 36,500 28,981

BARBKRAZ Tax effect of income not taxable

Hgwe for tax purpose (972) (4,634)
A MBI 2 Tax effect of expenses not deductible

WM E for tax purpose 888 2,861
RERBIEEBIE 2 Tax effect of tax losses not recognised

MG T E 1,517 1,055
JEMRBEE RAIEBE 2 Tax effect of share of result of

WSR2 an associate - (4)
BT AP E B A Effect of tax exemptions/relief

BEEe BEEZFE  granted to PRC subsidiaries (19,711) (14,840)
B AR R ERTIE Tax effect of utilisation of tax losses

BEZRBEEE previously not recognised (744) (165)
REMBDEERKE Tax effect of different tax rates of

pdl oy N o subsidiaries operating in other

=R BBEE jurisdictions (2,499) -
BTFEREETR Underprovision in respect of

prior years 298 -

FRZHEBELH Tax charge for the year 15,277 13,254
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Notes to the Consolidated Financial Statements

HEZZTRFTZA=1+—HBIEFE Forthe year ended 31st December, 2006

Profit for the year has been arrived

at after charging (crediting):

Staff costs
Retirement benefits scheme

contributions

Total staff costs including

directors’ emoluments

Auditors’ remuneration

Depreciation of property, plant
and equipment

Amortisation of prepaid lease
payments

Loss on disposal of property,
plant and equipment

Impairment of trade and other
receivables from third parties,
deposits and prepayment
(included in administrative expense)

Research and development costs
(included in administrative expense)

Cost of inventories recognised as
an expense

Net exchange loss (included in
administration expense)

Interest income on overdue debts

Interest income on long-term
loans receivable

Bank interest income

Net exchange gain

(included in other income)

—EBERF
2006
TER
HK$'000

41,207

4,341

45,548

1,310

28,074

478

1,626

1,315

2,529

1,477,229

726
(9,405)

(9,360)
(1,168)

—EERF
2005
FET

HK$'000

32,370

4,769

37,139

963

24,212

551

1,171

1,752

1,258,550

(9,982)

(964)

(1,451)
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BEZTZAFTZA=1+—HIFE Forthe year ended 31st December, 2006
10. EEREEZHM= 10. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS
(a) EEME (a) Directors’ emoluments
ENERT R (ZZE The emoluments paid or payable to each of
AFE: WB)ESZ2#ME W the eleven (2005: nine) directors were as
K follows:
ZE3AE 2006
HEE 508 BEE 3EC BD IBE IE® MWE REB  EEE  fRE it
Hui King  Yau Chau Li Wang LamPing ~ NgChi  Tam Yuk
Chun, Min,  HuiBin  Chun Wang  Guang Cheung,  VYeung,  Sang,  Ho Lok
Andrew Paul Long Ren  ZhouJin  Feng Wu Yu Andrew  Simon  Sammy  Cheong  Total
Tén TEr TER fEn  TEr  TER  TEn  TEr  TEn  TEn  TEr  TER
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000
3 Fegs 48 - 9% 120 60 60 8 i 80 80 i 633
Hfile Other emoluments:
FHRABER  Salaries and other
benefits 676 679 - - 170 66 10 - - - - 1,601
EREHGTE  Retiement benefis
{13 scheme contributions 12 1 - 14 17 - - - - - - 55
He48 Total emoluments 136 691 9% 134 W1 126 18 i 80 80 i 2289
2551k 2005
R ROB SEM FEC B9 IBE BT MME REE B W%E it
Hui King  Yau Chau li Wang  LamPing  NgChi  Tam Yuk
Chun, Min,  HuiBin Chun Wang ~ Guang  Cheung, ~ Yeung, ~ Sang,  Holok
Andrew Paul Long Ren  ZhouJin  Feng Wu Yy o Andrew  Simon  Sammy  Cheong Total
Thr TRn TEr TEn  TEn  TEr TEr  TEn TR T TEr  TEn
HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000
3 Fees - - 9% 60 60 60 - 80 80 80 - 516
Efile Other emoluments:
FHRABER  Salaries and other
benefits 103 598 - 58 101 58 - - - - - 1518
EREHGTE Retiement benefis
{1 scheme contributions 1 1 - - 17 3 - - - - - 4
He48 Total emoluments 5 610 % 118 178 121 - 80 80 80 - 2078
EREEAR SEEXFEER
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lidated Financial Statements

NE+ZA=FT—HBILEE Forthe year ended 31st December, 2006

The five highest paid individuals include two
(2005: two) directors,
emoluments are set out above.

details of whose
The
emoluments of the remaining three (2005:
three) individuals are as follows:

—EEXREF —EERF
2006 2005
FET FET
HK$'000 HK$'000
1,552 1,557

65 58

36 36

1,653 1,651

During the years ended 31st December, 2005
and 2006, no emoluments were paid by the
Group to the five highest paid individuals,
including directors, as an inducement to join
or upon joining the Group or as
compensation for loss of office. In addition,
during the years ended 31st December, 2005
and 2006,

emoluments.

no directors waived any

The number of these individuals whose
emoluments fell within the following bands
are as follows:

BT AH
Number of staff
—RBAF —TTHF
Emoluments 2006 2005
Not exceeding HK$1,000,000 3 3
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“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

ZEEXRE —ZTRE
2006 2005
TR FET
HK$'000 HK$'000
FABRAD KT Dividends recognised as
RRTREREA distribution to equity holders
ZIRE of the Company during the year:
ZZRFZEMTHEKE  Interim dividend paid for 2006
—&k2.0%& - HK2.0 cents
(ZZZTRF : §K1.8811) (2005: HK1.8 cents) per share 5,354 4,819
“EERFZEMEKEPKE  Final dividend paid for 2005
—gR7.2%(L - HK7.2 cents
(ZZZRF: ZTTHEF  (2005: final dividend for
ZRBE S ERe.5% M) 2004 HK6.5 cents) per share 19,274 17,400
24,628 22,219

EXSRERRERMBREER10.0%
W(ZBZRF : 7.280) - HDHERF
BRAENBRITZBREBF ARG L
R AR -

HE_ZTERF+_A=+—HILF
B ARFREFRBEAZEEERE
KB F TR B AR F 2 % 762,258,000
BT (ZEE R ¢ 47,838,000% 7T)
MENZBBITERR267,693,6000%
(ZZEZTRHHF : 267,693,6008%) &t

= o
Ean

HREE —_SEERELR_ZETRFT+

A=+ HIEFEYEBES BT
LB MU EZINZSEE 2 ER
BEAF o

The final dividend of HK10.0 cents (2005: HK7.2
cents) per share has been proposed by the Directors
and is subject to approval by the shareholders in

the forthcoming annual general meeting.

The calculation of the basic earnings per share
attributable to the equity holders of the Company
for the year ended 31st December, 2006 is based
on the profit for the year of HK$62,258,000 (2005:
HK$47,838,000) and the 267,693,600 (2005:
267,693,600) ordinary shares in issue during the

year.

No diluted earnings per share is presented for the
years ended 31st December, 2006 and 2005 as
there was no potential ordinary shares in issue

during both years.
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BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

BT HERHE B BOERHE  REBIR @zt
Plant and Motor Office Construction

Buildings  machinery vehicles  equipment in progress Total

ThT ThT TEL ThT Thx Thx

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RAEME COST OR VALUATION
iy At 1st January, 2005 35,429 311,264 5,521 2,327 1,035 355,576
EHAE Currency realignment 817 7,025 93 36 23 7,994
e 3 35300 Acquired on acquisition

of business - 6,904 - 15 14,128 21,047
HE Additions 588 53,666 804 481 40,314 95,853
g5 Transfer - 4,479 - - (4,479) -
HEWBAR Disposal of a subsidiary - - - (226) - (226)
e Disposals - (1,729) (53) (76) - (1,858)
RZEERE-A—H At 1st January, 2006 36,834 381,609 6,365 2,557 51,021 478,386
EHAE Currency realignment 1,505 15,326 200 74 2,085 19,190
HE Additions 15,746 44,029 1,030 3,803 16,492 81,100
8B Transfer 47,271 21,244 - - (68,515) -
= Disposals (209) (1,807) (65) (150) - (2.231)

i
|
A
oA
>k
_FH-

T-A=1-8H At 31t December, 2006 101,147 460,401 7,530 6,284 1,083 576,445
EE Comprising:

RAE At cost 64,313 78,792 1,165 3,727 1,083 149,080

BE-—2ENE At valuation - 2004 36,834 381,609 6,365 2,557 - 427,365

101,147 460,401 7,530 6,284 1,083 576,445
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BEZTZAFTZA=1+—HIFE Forthe year ended 31st December, 2006
13. ¥~ HBRZE (B 13. PROPERTY, PLANT AND EQUIPMENT
(continued)
BF HEREE BEF BOAERE ERIR b
Plant and Motor Office Construction
Buildings  machinery vehicles  equipment in progress Total
FEL TEL TEL TEL TEL THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
hEREH DEPRECIATION AND
AMORTISATION
R-EERE-f-H At st January, 2005 - - - - - -
ERiE Provided for the year 2,255 20,131 1,062 764 - 24,212
HEWBARR Disposal of a subsidiary - - - (26) - (26)
HEHH Eliminated on disposals - (68) - (2) - (70)
R-EE E-f-H At 1st January, 2006 2,255 20,063 1,062 736 - 24,116
EHBE Currency realignment 92 771 30 2 - 915
ERiE Provided for the year 2,898 23,009 1,253 914 - 28,074
& Eliminated on disposals - (195) (16) (69) - (280)
RZZERE
TZA=+-H At 31st December, 2006 5,245 43,648 2,329 1,603 - 52,825
BHEE CARRYING VALUES
RZZERE
+-A=1t-H At 31st December, 2006 95,902 416,753 5,201 4,681 1,083 523,620
RZZZ2R%E
+-A=1t-H At 31st December, 2005 34,579 361,546 5,303 1,821 51,021 454,270

“EEREER
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LatmE - MERREZIHEBIAE
BORE T FER KRG E -

BF Bt AEERS
ZEFHH25F (LA
BEERE)

R K 1 2% 4%ZE33%
Hip 20%
PNZERME 20%

AEEZBFHM NG B A A
WAL HEEZS

REBZETF  BFER#EUREH
HEVEEGEMTERERT.LE
RAGBKZZREMEREE TS
REHEBER_EEMF+-_A=+—8H
EHEE - RAERBEHEFKAR
HEN-_TTMF+_A=+—HE
MbE AEBELGZEHABBRET
ANBESMHFHE -

FA EFCROREGASEIIERZ
REBMME - W MERE - LHEE
EEERANGEERZATFEEEZ
CRTEEANER -

lidated Financial Statements

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

The above items of property, plant and equipment
are depreciated on a straight-line basis at the

following rates per annum:

Buildings Over the term of the
relevant leasehold interest
in land or 25 years,
whichever is shorter

Plant and machinery 4% - 33%

Motor vehicles 20%

Office equipment 20%

The Group’s buildings are situated in the PRC over
the leasehold interest in land under medium-term

leases.

The Group’s buildings, plant and machinery and
motor vehicles were revalued by Norton Appraisals
Limited, an independent firm of professional valuers,
as at 31st December, 2004 by reference to market
evidence of recent transactions for similar properties
and assets. Office equipment was revalued by the
directors as at 31st December, 2004 on the same
basis. The Group’s share of surplus arising on the
revaluation has been credited to the asset

revaluation reserve.

During the year, the directors conducted a review
of the Group’s property, plant and equipment
carried at revalued amounts and have estimated
that the carrying amounts do not differ significantly
from which would be determined using fair values

at the balance sheet date.
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BEZZTXFEF-A=1+—HIEE Forthe year ended 31st December, 2006

H

WMAEEZME R EFEECH Had the Group's property, plant and equipment,
BIEEEZTIR) DIERAERZE other than construction in progress, been carried
TEINR - BImE - #BERRE at cost less accumulated depreciation, the carrying
FELAT 575 51 BR - values of property, plant and equipment would have

been stated as follows:

ZEERE ZIZ0%
2006 2005
RAE  RRFE Rl BAE  RERE RHE
Accumulated Carrying Accumulated Carrying
Cost depreciation values Cost  depreciation values

TR TR TR TER TR TATL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

7 Buildings 67,300 9,170 58,130 51,554 7,824 43,730
BERESR Plant and machinery 440,214 81,025 359,189 396,185 63,416 332,769
Ef Motor vehicles 8,616 5,389 3,227 7,586 3,666 3,920
BAERE Office equipment 21,127 1174 13,953 4,635 2,949 1,686

537,257 102,758 434,499 459,960 77,855 382,105




B R A K
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14. EABEAEMNRK

HEZZZTXF+-B=+—HIFE Forthe year ended 31st December, 2006

14. PREPAID LEASE PAYMENTS

—EEXREF —ETRF
2006 2005
FET FAET
HK$’'000 HK$'000
REBZENEES The Group's prepaid lease
NF;BIE : payments comprises:
RAB AR EREE 2 Leasehold interest in land under
T HEEER medium-term in the PRC 19,192 18,897
= P i Analysed for reporting purposes as:
MEEE Current assets 574 551
IEMBEE Non-current assets 18,618 18,346
19,192 18,897
15. RIERE 15. DEFERRED CONSIDERATION
—BEAREF —EERF
2006 2005
FET FHET
HK$’'000 HK$'000
EILERE Deferred consideration 14,972 25,452
FEHmOMIEEE :  Carrying amount anlaysed for
reporting purposes:
MEEE Current assets 9,981 10,480
ERBEE Non-current assets 4,991 14,972
14,972 25,452

KITH HOLDINGS LIMITED Annual Report 2006
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For the year ended 31st December, 2006

RZZTETRAF+-_A+HA &
EEHEH

Limited ([3togol) * —"RRAEBRE
THESHFMKIZIZ AR B
BARHEARE) 2 2 HBEER
BTBILUE=%" REA
29,112,000/ 7T - &H2,911,200
HBITAIR & T+ 126,200,800/
TRAIELERBRAD AHEF
FEREINN - BETERER=ZTZT
FF+ZA=+—B2HREMRG
#1/25,452,000/ 7L * TYR%E]E
EHZEBEAREESITEZ AR
REMBREBRFENES%AE o

H 5 3togo Globalcom

R Raw materials
E& M Work in progress
BES5FE REKm Trading inventories and

finished goods

7 Notes to the Consolidated Financial Statements

On 15th December, 2005, the Group disposed of
its entire indirect equity interest in 3togo Globalcom
Limited (“3togo”), a company incorporated in the
British Virgin Islands and is principally engaged in
the provision of telecommunication services, to an
independent third party, for a consideration of
HK$29,112,000,
HK$2,911,200 was
HK$26,200,800 is to be repaid in five equal half-

yearly instalments starting from the date of disposal.

of which an amount of

settled in cash and

The present value of the deferred consideration at
31st December, 2005 is estimated at approximately
HK$25,452,000, based on discounting the
estimated future cash flows at the effective interest
rate of 5% per annum at the date of signing the

sales and purchase agreement.

—RBAF —TTRF
2006 2005
FERT TAT
HK$°000 HK$'000
45,991 65,715
3,034 7,700
5,516 4,591
54,541 78,006
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AEBGETHESEP 2BREHTY
H30BZEI0RTE - BRE=EEH
R R EMEWERR - & RIERFK
ERRERERE SEREH
368,121,000 T (Z 2T 1 4 :
283,768,000 7T) + B R R 2 BRI
AT

60H A Within 60 days
61—90H K Within 61 — 90 days
90H KA More than 90 days

FEHRZEKWEZRAEBARE °
HRABKREER HERIEREEN
EMESI0EGFE -

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

The Group allows an average credit period of 30 to
90 days to its trade customers. Included within trade
and other receivables from third parties, deposits
and prepayments are trade receivables balance of
HK$368,121,000 (2005: HK$283,768,000), the

aged analysis of this balance is as follows:

—EEAF —ETHF
2006 2005
FTER THET
HK$'000 HK$'000
233,883 165,347
50,514 40,512
83,724 77,909
368,121 283,768

No interest is charged on trade receivables which
are within the credit period. Thereafter, interest is
charged at prime rate plus 10% per annum on the

outstanding trade balance.
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BEZTZAFTZA=1+—HIFE Forthe year ended 31st December, 2006
18. BEWALPERBRREZERERK 18. TRADE AND OTHER RECEIVABLES
H {th FE U BR X FROM MINORITY SHAREHOLDERS
AEEGETLIERRZBRERTIIH The Group allows an average credit period of 30 to
30BE90H T - RWAHBRRE S 90 days to the minority shareholders. Included
ERkAEMERERBEEKE S K within trade and other receivables from minority
REEER47,123,0008 L (T RHF ¢ shareholders are trade receivables balance of
18,028,000/ 7T) * BELH 2RI D HK$47,123,000 (2005: HK$18,028,000), and the
Mo aged analysis of this balance is as follows:
—EEXREF —EERF
2006 2005
T&ET FHET
HK$’'000 HK$'000
60H A Within 60 days 45,328 16,256
61-90H A Within 61 - 90 days - -
90H KA E More than 90 days 1,795 1,772
47,123 18,028
19. BWER 19. LOANS RECEIVABLE
—EEREF —EETRF
2006 2005
FET TET
HK$'000 HK$'000
EUEEER Fixed-rate loans receivable 56,310 1,000
FEUE BE R Variable-rate loans receivable 15,371 27,617
71,681 28,617
= P i Analysed for reporting purposes:
IEMBEE Non-current assets 56,310 -
MENE E Current assets 15,371 28,617
71,681 28,617
BEREMERLR —ZTEAFEFR
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EzEKEBEZRDBIZ20%&2%
FHE o

RZTETRF+ZA=+—8 " K—
% /203,000,000 L (ZETHF ¢
3,000,000 7T) 2 EWUZ B BTV IR
—IBYMEZEEERERERIN -
ERARTERERTZHEMERRD %R

oo

RITERRASBDEAEERFAZ
ReEMREEINHAAB=ZEASIATZ
KERSRITIE X o SRITHE R R G HRERTT
GRIBENTF0.72%E4.86% (ZFF
HF :0.13%E3.1%) 25 F Rt

B o

TN

lidated Financial Statements

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

All of the Group’s short-term variable-rate loans
receivable as at 31st December, 2006 and 31st
December, 2005 carry interest at prime rate plus

1.5% to 2% and prime rate plus 1.5%, respectively.

In addition, the Group has fixed-rate loans
receivable which carry interest at 20% and 2% as
at 31st December, 2006 and 31st December, 2005,

respectively.

As at 31st December, 2006, except for one variable-
rate loans receivable of HK$3,000,000 (2005:
HK$3,000,000) that is secured by legal charge on
a property, no other collateral agreement has been
entered into in respect of the remaining loans

receivable.

Bank balances and cash comprise cash held by the
Group and short-term bank deposits with an original
maturity of three months or less. Bank balances
and short-term bank deposits carry interest at
market rates with range from 0.72% to 4.86%
(2005: 0.13% to 3.1%).
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“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

FENE SRR R EMEMNERBERE
18 5 BR 345 #7 141,840,000 7T (=
TETRF ¢ 97,792,00087T) K FERZE
137,849,000 T (ZE T 1 F :
m) BRZEBRZERTOT

& BR B Mtz Notes to the Consolidated Financial Statements

B

Included within trade and other payables are trade
payables balance of HK$141,840,000 (2005:
HK$97,792,000) and bills payable of
HK$37,849,000 (2005: Nil), the aged analysis of

this balance is as follows:

—EEXREF —EERF

2006 2005

T&ET FHET

HK$’'000 HK$'000

60H A Within 60 days 149,635 83,928
61 —90H R Within 61 — 90 days 707 358
90H A k More than 90 days 29,347 13,506
179,689 97,792

FE T AR R RRB Ty IR E A A
%6.436% (ZEZTRHF : 4.689%)
B BEEBLZEREE

}E o

The amount due to a minority shareholder carries
fixed-rate interest at 6.436% (2005: 4.689%) per

annum and is unsecured and repayable on demand.
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Notes to the Consolidated Financial Statements

23.

HEZZZTXF+-B=+—HIFE Forthe year ended 31st December, 2006

R 23. BORROWINGS
—EERF —EERF
2006 2005
FET FHET
HK$’'000 HK$'000
RITE R Bank loans 180,832 228,416
EREREER Trust receipt loans 288,978 255,104
469,810 483,520
HEMmER—ZEE Other loans — interest bearing
FRE5022% at fixed interest rate of 5.022%
—EERF (2005: 4.536%) per annum
4.536%) 5t & 14,788 -
484,598 483,520
PaR)il Analysed as:
— 75 & 17 - secured 60,500 -
— A - unsecured 424,098 483,520
484,598 483,520
RTFIEAR B 2 The maturity of borrowings is
BE as follows:
—FRNAIHEE On demand within one year 426,598 438,353
—F L HETRBBME  More than one year but not
exceeding two years 58,000 45,167
EBEE®RE Total borrowings 484,598 483,520
B —FREEI Less: Amount due within
JERE B E one year shown
under current liabilities (426,598) (438,353)
— F 1% %I Bf Amounts due after one year 58,000 45,167

KITH HOLDINGS LIMITED Annual Report 2006
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R1TE KB E#138,832,000/5 7T (=
ZTERF 111,253,000 7T) 2 F L
B AR —FANEE WERKRZE
ZRFF_A=ZF+—BNT49%=
T1% 2 BEEFMNEFHE(ZEZER
F 1 1.6%%6.0%) °

—

BEAN - R E B B8 E 42,000,000
BT (ZZTEARF : 117,163,000%
L) RBABRITRAEFREMNMI%E
13%ETE - RZEERNF+_A=+

—B BRFEFNENF5.1%%6.4%
(ZZ2ZTRF : FHEK1.8%=F
53%) c XN EGAEEEK -

EEREBER—REBFIEERAH
BENEARERE  ZRITHIGHE
R ERKNBERZ FHERER

R BAII%ESS% (ZETRHEF -
FERE1.6%E5.3%) °

For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

Bank loans included an amount of approximately
HK$138,832,000 (2005: HK$111,253,000) were
fixed-rate borrowings and repayable within one year
which carry interest ranged from effective interest
rates of 4.9% to 7.1% (2005: 1.6% to 6.0%) per

annum as at 31st December, 2006.

In addition, the Group has variable-rate borrowings
of HK$42,000,000 (2005: HK$117,163,000), which
carry interest ranging from HIBOR rate plus 1% to
1.3% and the effective interest rate ranging from
5.1% to 6.4% per annum (2005: 1.8% to 5.3%
per annum) as at 31st December, 2006. Interest

rates are repriced monthly.

Trust receipt loans were normally repayable within
six months from the date the loans were raised
and carried at prevailing market interest rate. The
average effective interest rate on trust receipts loans
approximately 4.9% to 5.5% per annum (2005:
1.6% to 5.3% per annum).
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HEZZZTXF+-B=+—HIFE Forthe year ended 31st December, 2006

23. 68 (&) 23. BORROWINGS (continued)
REBNHEBEEERB W EEI The Group's bank loans that are denominated in
Shz B SR EZRITERE Y W0 currencies other than the functional currencies of
K the relevant group entities are set out below:
F&ET
EUR 000
RZEERNF+ZA=+—H As at 31st December, 2006 1,271
R-ZEERFE+_-_A=+—H As at 31st December, 2005 -

KITH HOLDINGS LIMITED Annual Report 2006 101
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BEZZTXFEF-A=1+—HIEE Forthe year ended 31st December, 2006

H

NTAREERREEZRELEHIES The following are the major deferred tax liabilities
BREE - AR AR K Al HA 2 5 B and assets recognised by the Group and movements
Nz &8 - thereon during the current and prior reporting
periods:
WE - BER M
REEMR  HERE  HEER Hity X
Revaluation

of property, Accelerated
plant and tax Tax
equipment depreciation losses Others Total
TET FERL TEL TERL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RZZTRFE—-A—H At st January, 2005 10,411 12,371 (2,634) (123) 20,025
FRRBER Charge (credit) to the income

Mk GTA) statement for the year - 956 (436) 548 1,068
FRRRENR Charge to equity for the year 612 - - - 612
RZZERF At 31st December, 2005

+-ZA=+-H 11,023 13,327 (3,070) 425 21,705
FRRRER (Credit) charge to the income

(GTA) 0k statement for the year - (2,625) 332 1,860 (433)
RZTERF At 31st December, 2006

+-A=1+-H 11,023 10,702 (2,738) 2,285 21,272
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REERBERZEIME @ HTERE
MEEENABCEEHE - L THIE
MIGRBAE 2 RIERBEHROMN

BERERIEAE
ERERAEEE

RZEBEERF+_A=+—8" &%
B ABAMIEEER21,097,000/8
JT( ZZTTHF 19,577,000 7T) °
ARAEHERR RSN - BERIBEEE
2,738,000 L (ZEE O F
3,070,000 7T) B st Z AR B A T I8 /&
518,190,000 T (Z T T 1 &F -
19,012,000/ 7T) i fEH R o BAAK
BETERIB R R - BMRA A THIE
E5182,907,0008 T (Z T T A F :
565,000/ ) RIELERIEEE -
HEBA ERELE -

Deferred tax liabilities

Deferred tax assets

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

For the purposes of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

—RBAF —TTRF
2006 2005
TR TAT
HK$°000 HK$'000
21,272 23,083

= (1,378)

21,272 21,705

At 31st December, 2006, the Group has unused
tax losses of HK$21,097,000 (2005:
HK$19,577,000) available for offset against future
profits. A deferred tax asset amounting to
HK$2,738,000 (2005: HK$3,070,000) has been
recognised in respect HK$18,190,000 (2005:
HK$19,012,000) of such losses. No deferred tax
asset has been recognised in respect of the
remaining tax losses of HK$2,907,000 (2005:
HK$565,000) due to the unpredictability of future
profit streams. Tax losses may be carried forward

indefinitely.
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“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

Ligvip- = |
Number of shares Amounts
FAT
HK$'000
FREEI0BTZEAER Ordinary shares of HK$0.10 each
EE Authorised:
R-_ZEZERFE-HF—A" At 1st January, 2005, 31st
—TTERER-_TETRF December, 2005 and 2006
+=-—A=+—H 1,000,000,000 100,000
BEITRERRK Issued and fully paid:
R-—ZEZRF—A—H - At 1st January, 2005, 31st
—ERRERITEREF December, 2005 and 2006
+=—A=+—8H 267,693,600 26,769
BEARATINR_ZZ_FHATHHA The Company’s share option scheme (the

BUOZBRRBFERE - ARERMKB
Pt & ([%t8l)) A8z 8
BN E2EERAKEMIEZ
BERARSREHER YR -F—
“FRhA+TEAER - RE&EE
ARAMEZ@ARNARAMABES
(BREBIIFNTESR) RAKEEMA
2B RBER  UREBEEFETRER
EREERAIEHARE 2 R NIE
RELHEMZEN2BER TER
B URBARBBRD -

“Scheme”) was adopted pursuant to the AGM of
the Company held on 15th May, 2002 for the
primary purpose of providing incentives to selected
participants for their contribution to the Group,
and will expire on 14th May, 2012. Under the
Scheme, the Board of Directors of the Company
may grant options to all directors of the Company
(including independent non-executive directors) and
any full-time/part time employees of the Group,
and any participants from time to time determined
by the Board of Directors as having contributed or
may contribute to the development and growth of

the Group to subscribe for shares in the Company.
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RIBEZETEIRH 2 BRER AR 2R
MBS THRBAARRTKD T
Bfn 210% ° B FAEAME A Z BB i
ARBZRMHEBE  THEALRQF
ERCBITRAZ1% -

ERTZERELANRH B HEG
30AANER - BERBAINESHER
BB BEREANRLBHER
B E A F a2z B B A E R
T - RERREBRER 8
ARBERETERNRITEE - TEE
TELIRTI=Fzh&EaE (MK
7 BB AR IR H B B E B S P 2 W T
B (DO R BRER S B Ha A E
R 5 BBz FHE - K
B ApE{E -

ZAtEERMAREE_FTERF+
ZR=+—H TERBEMER

e

7 o

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

The total number of shares in respect of which
options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the
Company in issue at any point in time. The number
of shares in respect of which options may be
granted to any individual is not permitted to exceed
1% of the issued share capital of the Company for

the time being.

Options granted must be taken up within 30 days
from the date of grant, upon payment of HK$1 per
each grant of option(s). Options may be exercised
at any time from the date of grant to the 10th
anniversary of the date of grant. In each grant of
options, the Board of Directors may at its discretion
determine the specific exercise period and exercise
price. The exercise price shall not be less than the
highest of (i) the closing price of shares on the
Stock Exchange on the date of the offer of grant;
(i) the average closing price of shares on the Stock
Exchange for the five trading days immediately
preceding the date of the offer of grant; and (iii)

the nominal value of the shares.

No option has been granted under the Scheme since

its adoption up to 31st December, 2006.
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AR REEZHBRARRETEA
B R KRG - BB GRS
BEHOREMRYL - RE[PEAR
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CEERESAAERENNPELE
EB2ERWMBRRIZER  MiEE
2 An BER BB ER %
EWMBRAIZER -

HHEEDIERNPELEEB A
FAMBEAR TUEMez bRERE
& o

BEXRFRIIEE-NANANFETEHE
BEHRER KRB ZWE QR ZRH
EEERARRETARBKEMET
ZBRIMEEME ZEZR -

For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

The enterprise expansion fund and reserve fund are
set up by subsidiaries established and operated in
the PRC by way of appropriation from the profit
after taxation in accordance with the relevant laws
and regulations in the PRC. Pursuant to the
“Accounting Regulations of the People’s Republic
of China for Enterprises with Foreign Investment”,
if approvals are obtained from the relevant
government authorities, the enterprise expansion
fund can be used to increase the capital of the
relevant PRC subsidiaries and the reserve fund can
be used in setting off deficit or to increase the

capital of the relevant PRC subsidiaries.

Other reserve represents the amount of enterprise
expansion fund capitalised by the relevant PRC

subsidiaries.

The capital reserve represents the difference
between the nominal value of the shares of the
acquired subsidiaries and the nominal value of the
Company's shares issued for the acquisition at the

time of the group reorganisation in 1998.
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RZZEREANA=1+H  KEBK
BLRBEaRIRARATZ65%
B fE - R{E4A32,925,000%8 L © &
FTEEBRIBIREERREM ° 2
BRECRABEEAR AEER
Wi R BEERRRAR
RAIZAIHBRNEE ABERIAAE
ZRATFEE H*L /49,097,000 7T o
AFESRBER AR BEARABETA
FRiFEWERP 2 WETE -

R-ZZTRF+A=+—8 4A4%H
FiRFEE0%Em B ARWER
BRIV EFREELAAZ
60% Mt - B4 AR4,324,000% 7T °
RHEKBBERABEEAR -

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

On 30th June, 2005, the Group acquired a 65%
equity interest in Auhui Qiaofeng Package Printing
Co., Ltd. at a consideration of approximately
HK$32,925,000, in which its principal activity is
printing and manufacturing of packaging product.
The acquisition has been accounted for using the
purchase method. The fair value of the Group’s
share of the identifiable assets, liabilities and
contingent liabilities of Anhui Qiaofeng Package
Printing Co., Ltd. at the date of acquisition, in
aggregate, amounted to approximately
HK$49,097,000. The excess of fair value over the
cost of acquisition represented the discount on
acquisition credited to the consolidated income

statement for the year.

On 31st October, 2005, the Group acquired a 60%
equity interest in EFM I K EIBEEREMEA
Al through its 60% owned subsidiary at a
consideration of approximately HK$4,324,000. The
acquisition has been accounted for using the

purchase method.
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BEZZTXFEF-A=1+—HIEE Forthe year ended 31st December, 2006

H

RRGHPEEc EEFERMEL The net assets acquired in the transactions and the
ZWEBITENAT - discount on acquisition arising are as follows:
ZRELREOR ERTRIVOEE
BRAH EREADT

Auhui Qiaofeng Package
Printing Co., Ltd.

BOATRUE R REER AVEAT
ZREE 2LTEAER AYE DVE ZBRIF
Acquiree’s
carrying Carrying Total
amount before  Fair value amount and  fair values
combination adjustments  Fair values  fair values 2005

TR TAL TR TR TR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

(F)
(note)
ks EE%E Net assets acquired:
Nk BEREE Property, plant and equipment 13,666 292 13,958 7,089 21,047
BNHEERR Prepaid lease payments 2,779 8,269 11,048 - 11,048
RE Inventories - - - 1,028 1,028
EREZREIR Trade and other receivables
HiEWER - - - 1,985 1,985
ROEHRERR Bank balances and cash 24,933 - 24,933 175 25,108
BERBSERR Trade and other payables
Hip BB (7) - (7) (1,601) (1,608)
BIIER Bank loans - - - (1,729) (1,729)
EXEHEEE Deferred tax liabilities - (835) (835) - (835)
41,371 7,726 49,097 6,947 56,044
DHRRER Minority interests (11,442) (2,623) (14,065)
WEREEHZWA  Discount on acquisition
released to income (4,730) - (4,730)
32,925 4,324 37,249
BREZAAZN: Total consideration satisfied by:
Be Cash 32,925 4,324 37,249
WEmEE RS Net cash outflow arising on
THFE acquisition:
BENRERE Cash consideration paid 32,925 4,324 37,249
FTEEZ R R E@EYW  Cash and equivalents acquired (24,933) (175) (25,108)
7,992 4,149 12,141
M RREMEIRHBEBRE Note: The carrying amounts of net assets of E 83T
ERRZEEFEREHH BUIXHBE ARSI AT acquired before
ZHEREEEQAFEMES - combination approximate to their fair values.
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U B I 2 ) 2 T 2 T A
Yo 2 + s H RS Y R (EE R R
AFHE -

HEEEHRELER L KB
MEBRARS R AAEEEEZE_STH
F+ZA=+—BLEFEZEXERK
Stk R 75 7K 49392,00008 T 2 B B K 8%
181,075,000/8 L2 E 18 °

WEKBR-_TSTRAF—A—HELK
=R AHEZZETERF A=
—BIEFEZEBBKE KiE 5 5l
7%1,381,172,0007% 7T & 74,165,000/8
T BEEHERIBNAL  AH
BRAREREEEEEREBRRLE
EER_ZTTRF-A—HELR
B AEBER eI RERE
RE - ABEEANMAIFERKRERE TR

Al o

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

The discount on acquisition arising on the
acquisition of subsidiaries is contributed to the fact
that the carrying amount of leasehold interest in

land acquired was well below its fair market value.

The subsidiaries acquired contributed approximately
HK$392,000 and loss of HK$1,075,000 to the
Group's turnover and profit for the year ended 31st
December, 2005, respectively, between the dates

of acquisition and the balance sheet date.

Had the acquisitions been completed on 1st January,
2005, total group revenue and profit for the year
ended 31st December, 2005 would have been
HK$1,381,172,000 and HK$74,165,000
respectively. This proforma information is for
illustrative purposes only and is not necessarily an
indication of the revenue and results of the Group
that would actually have been achieved had the
acquisitions been completed on 1st January, 2005,

nor is it intended to be a projection of future results.
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BEZZTXFEF-A=1+—HIEE Forthe year ended 31st December, 2006

H

RZETRFAAZ+WA - A5 E On 24th June, 2005, the Group disposed of its
i & H 7 Espace IT B.V. ([ESPACE]) 2 entire interest in Espace IT B.V. (“ESPACE"), to an
2HEZ T BBILALT REAE outsider for a consideration of HK$800,000. The
800,000/ 7T ° ESPACER HEHE 2 net assets of ESPACE at the date of disposal were
EEFEWT : as follows:
—EBAHF
ARAZ+@EH
24th June, 2005
FAET
HK$'000
LECEEFE Net assets disposed of:
LI N Property, plant and equipment 200
EWEZESEZRLREMBEIWERF  Trade and other receivables 47,189
IRITHEBRNIR S Bank balances and cash 150
JENESERFA R EMEMEZ  Trade and other payables (47,372)
167
& 2 e Gain on disposal 633
BRE Total consideration 800
TRAR Satisfied by:
Re Cash 800
HEMEEZRSMAFEE + Net cash inflow arising on disposal:
HeRE Cash consideration 800
HEZRITEHREIRS Bank balances and cash disposed of (150)
650

MR-ZTZRHF  ESPACEARERZ K
F R AL 274,0008 T 2 BB
(ZZZTF : 5 7484,0008 L) &
RASEZRERETREEREN
SR AFEEL)376,00008 T (Z 2 E Y
& : 505,000/ 7C) °

In 2005, ESPACE contributed a loss of approximately
HK$274,000 (2004: profit of HK$484,000) to the
Group's profit for that year and net decrease in
operating cash flow of approximately HK$376,000
(2004: HK$505,000) to the Group’s cash flows.
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“TTRFEFTZRA AEBEEEH
KB & QX F3togoz R T — &
BYE=7 KER29,112,000%
JL BH2,911,2008 LERTLEE
BERRUAReIMN -BRER_TTH
FH+-—A=+—BHEKIZf-
ERFE+_A=+—H 'J?E%Btogo
2 FIE4912,690,0008 L E R 2 HEH
EREMOBEREHEKRER -

M

REER  AEETEEMEALA

FERREKEHERBAZTERD
2 &K E KRB L A492,000% T
(ZZEZRHAF : 494,000 7T) °

lidated Financial Statements

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

In December 2005, the Group disposed of its entire
interest in 3togo, an associate to an independent
third party, for a consideration of HK$29,112,000,
of which HK$2,911,200 was paid in cash upon the
signing of the sale and purchase agreement. The
remaining balance was unpaid as at 31st December,
2005. At 31st December, 2005, the amount due
from 3togo of approximately HK$12,690,000 was
reclassified to short-term loan receivable upon this

disposal.

The Group had no significant contingent liabilities

at the balance sheet date.

Minimum lease payments paid under operating
leases in respect of office premises during the year
amounted to approximately HK$492,000 (2005:
HK$494,000).
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For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall
due as follows:

—EERE —ZEThHF

2006 2005

FTERT FAT

HK$'000 HK$'000

—F K Within one year 492 521
FEFRF In the second to fifth year inclusive

(BRERMF) 1,619 1,644

HBidAF Over five years 2,100 2,402

4,211 4,567

EEROREEARERELETFHA
TR RS - MO AR
W FHREASE  REHMZE
ST -

RERFTRIZ BE R #EER S K/A
71,086,000 T (ZE T A F :
1,086,000/ 7T) © T8 BAM = M i 25 7]
ERHERN  BREFN% 20
We-MEREZHERKEHEEMR
FEBERRFRE -

REER - AEBAZEBENHKRAL
136,000 7t (Z & ZT A %
1,801,000 7T) © &KL AIEAR
SERBETAIBELERO 2HE
M mERzHE  ZENTEH
CEAOBREEB R —FRNE
e

Operating lease payments represent rentals payable
by the Group for certain of its office premises.
Leases are negotiated for an average term of 8
years and rentals are fixed throughout the lease
period.

Plant and machinery rental income earned during
the year was approximately HK$1,086,000 (2005:
HK$1,086,000). The plant and machinery are
expected to generate rental yields of 11% per
annum on an ongoing basis. All of the plant and
machinery held have committed tenants for the next
year.

At the balance sheet date, the Group had minimum
lease receipts of approximately HK$136,000 (2005:
HK$1,801,000), which represent rentals receivable
by the Group for their plant and machinery under
non-cancellable operating leases which fall due
within one year of the balance sheet date.
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BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

—EERE —TERF
2006 2005
TER FHET
HK$'000 HK$'000
WHEZ - B R Capital expenditure in respect of
BEZERMERX - the acquisition of property,
BEEJHERRES plant and equipment contracted
iR B &1 but not provided in the
consolidated financial statements 3,460 10,270
WHEZ - B R Capital expenditure in respect of
BEZERNMERX - the acquisition of property,
B EEERETL plant and equipment authorised
but not contracted for - 1,491

R-ZZERE+=-_A=+—H  &&
BEEmEAS £ 4A121,423,0008 T2
AETWE HBEMKEDEFTFIE
T EAAEBEMERTEEZR
B3

g °

As at 31st December, 2006, certain of the Group's
property, plant and equipment with an aggregate
carrying value amounting to HK$121,423,000 were
pledged to banks for banking facilities granted to
the Group.

113



114

%

1]

i

N

z

H

& BB M

CEEAETAST-ALEE

AEECRARRLEFTEMHEB QA
ZBERERREEE —HBHMER
Eeitd YREBRZEAFEZ
5% R - A B ZEEFMNIER
ABHZES  BAKBZEEDH
KA -

ERBEGEEEB 2B RTHER2N
—EBRA@E T RN EEATRE, T8
HFGRIKETE] - WARES 2 EARF
B LZ20%E23% T E - MABBRKET
B - AEERRABFFEZE
EERIERRFEMRN -

REER - WERESZHEEGHR
AR AR R AR A 5T &I Al AR AR R
FERRFE AR 2R YAk -

For the year ended 31st December, 2006

7 Notes to the Consolidated Financial Statements

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees of the Company
and its subsidiaries in Hong Kong at the rate of
5% of the basic salaries of their employees. The
assets of the schemes are held separately from those

of the Group, in funds under the control of trustees.

The subsidiaries operating in the PRC are required
to participate in a defined contribution retirement
scheme organised by relevant local government
authorities and contribute to the retirement scheme
at rates ranging from 20% to 23% of the basic
salaries of their employees. The only contribution
of the Group with respect to the retirement benefit

plan is to make the specified contributions.

At the balance sheet date, there were no forfeited
contributions in respect of employees leaving the
retirement benefits schemes before they were fully
vested in the contributions and which were available
to reduce the contributions payable by the Group

in future years.



A ERA M

AEBEEFRNEBEALTETZIRS

T the related parties as follows:
BEALTER XEHE —EEREF —EERF
Name of related parties Nature of transactions 2006 2005
THET FAT
HK$'000 HK$'000
THEBATHERE (Kida) AEEBENZES
Finance Bureau of Zhaotong Rental paid by the Group 100 96
City, Yunnan Province
(note a)
FRITEMBER QA REBEBEZ FEHKA
(Kt atb)
3togo.com Limited (note b) Interest income received
by the Group - 855
B 5 Notes:
(a) THEABBTY BB HEERER (a) Finance Bureau of Zhaotong City, Yunnan

(b)

BEERERAR(IEEMAE
EEE|)7EEEN - ZERBA
BEEEERBAQRANBARZ
30% A% #E -

ARITRABERARAREH
AT B 2 A Al3togoz 2 E M B 2
g .

During the year, the Group had transactions with

Province, is the supervisory unit of Yunnan
Zhaotong stated-owned Asset Administration
Company Limited (“YZSAACL"). YZSAACL holds
a 30% equity interest in a subsidiary of the

Company.

(b) 3togo.com Limited is a wholly-owned subsidiary

¥ Notes to the Consolidated Financial Statements

BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

of 3togo, a former associate of the Group.
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BEZTZAFTZA=1+—HIFE Forthe year ended 31st December, 2006
36. BEAXLRS 36. RELATED PARTY TRANSACTIONS
FTEEBEASZHE Compensation of key management personnel
FN EERFTEEEEBCCHEMKE The remuneration of directors and other members
HFEE T of key management during the year was as follows:
—EEXE —ETREF
2006 2005
FET FAET
HK$'000 HK$'000
HAREA Short-term benefits 3,432 3,126
iR B 1% 13 A Post-employment benefits 79 48
3,511 3,174

EERIZHRTABZHMBEFIE
SE@REEMEMNALTZRRETISE
MmEE °

& m

BEREMERLR —ZTEAFEFR

The remuneration of directors and key executives is
determined by the remuneration committee having
regard to the performance of individuals and market

trends.
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BEBRETZEEERMT ¢

RZZZE+F—-—HZ+H" K
nAElZEEMRB A A
Kith Technologies Limited£z
Koppermann Bernd K& Tsang John

BHalmEARA A ([Hall)
22,624,444 B 1p (M8 E R
61.5%k #E) r REHN AR
4,332,000/ - BARXZERN
T F =R+ ZBHEK

RZZEZEF= AN\ A8 ' Kith
Technologies Limited 2 % & 5]
URERE O E—TRE
1,355,139 ik tn - RE BB
1.608 T - BRENH A
2,168,000 7T - B S ER
—EE+FZA=Z+—H=x
Koo REE - ARRRHEIZ
BIRE DL HEINEE3 7% °

EEELEREMAICEER
BERKBEHRZAFE-

RZEE+LF—HA=+H =K
NElZHEEZENBAREE
& B R QA EHomwin
International Limited
([Homwin]) Z B SR & 3 #% 1E
g MERIERZTTRF+
—AZ+HWBAFTYZEEWH
FOEBEWMBEIANDBRBWE
Homwinfz## - BREAAR
% 86,800,0007T ° FFIERHER
AXAalBHAZZZ+F—H
=+ —HAZAHA -

¥ Notes to the Consolidated Financial Statements

TEXNFE+ A=+ —HILEE Forthe year ended 31st December, 2006

The following significant events took place

subsequent to the balance sheet date:

(a)

On 20th January, 2007, Kith Technologies
Limited, a wholly-owned subsidiary of the
Company, entered into a sale and purchase
agreement with Koppermann Bernd and
Tsang John Sing Choi, to acquire 2,624,444
shares (representing 61.5% equity interest)
in Minilogic Device Corporation Limited
("Minilogic”) at a consideration of
HK$4,332,000. The
transactions were completed on 12th March,
2007.

approximately

On 8th March, 2007, Kith Technologies
Limited entered into a subscription
agreement with Minilogic to further
subscribe 1,355,139 shares at a consideration
of HK$1.60 per share for an aggregate total
consideration of approximately
HK$2,168,000. The transaction was
completed on 31st March, 2007. The
shareholding percentage in Minilogic held by
the Company has increased to 63.7% after
the subscription.

The management are in the midst of
finalising the fair value of assets and liabilities
of Minilogic at the date of acquisition.

On 30th January, 2007, Excel Billion
Investments Limited, an indirect wholly-
owned subsidiary of the Company, entered
into a termination agreement with the
shareholders of Homwin International Limited
("Homwin"”) to terminate the sale and
purchase agreement entered into 24th
November, 2006, to acquire the equity
interest in Homwin for a total consideration
of RMB86,800,000. Details of these are
disclosed in the announcement of the
Company dated 31st January, 2007.
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BEZZTXFEF-A=1+—HIEE Forthe year ended 31st December, 2006

H

ARAIRNEHEERAZCEERBERHE

The summarised balance sheet of the Company at

wmR each of the balance sheet dates are as follows:
—EEREF —ZETRHF
2006 2005
M aF T&T FET
Note HK$'000 HK$'000
BE Assets
RIB AR Z®”E Investments in subsidiaries 44,088 44,088
FEUR BT B R B BB Amounts due from subsidiaries 180,765 108,227
E fb fE W FRIE - Other receivables, deposits
HEDSEEE and prepayments 784 553
RITHEHBLERS Bank balances and cash 719 357
226,356 153,225
aE Liabilities
H b fE < 5K IR Other payables 1,120 850
FERT BB R B B Amounts due to subsidiaries 69,516 -
70,636 850
155,720 152,375
AR #E Capital and Reserves
fig 7 Share capital 26,769 26,769
EE Reserves (a) 128,951 125,606
155,720 152,375
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38. ARAZEEERBRME

HEZZZTXF+-B=+—HIFE Forthe year ended 31st December, 2006

SUMMARISED BALANCE SHEET OF

(%) THE COMPANY (continued)
Mat - Note:
(a) i1 (a) Reserves
#7588 BEREH REBHER st
Share Contributed Retained
premium surplus profits Total
FHET FAT FAT FHT
HK$'000 HK$'000 HK$'000 HK$'000
RZZETHEF At 1st January, 2005
—H—H 90,049 29,509 6,958 126,516
NEE G F Profit for the year - - 21,309 21,309
BEfERE Dividend paid - - (22,219) (22,219)
RZZELTREF At 31st December, 2005
+=-A=+—H 90,049 29,509 6,048 125,606
AE E s A Profit for the year - - 27,973 27,973
BRRE Dividend paid - - (24,628) (24,628)
RZZTERF At 31st December, 2006
+=-A=+—8H 90,049 29,509 9,393 128,951

KITH HOLDINGS LIMITED Annual Report 2006
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S BR B M3 Notes to the Consolidated Financial Statements

“ZEEX¥+-FB=+—HILLFE Forthe year ended 31st December, 2006

Note: (continued)

(a)

Reserves (continued)

The contributed surplus of the Company
represents the difference between the
consolidated shareholders’ funds of Kith Limited
at the date on which they were acquired by
the Company, and the nominal amount of the
Company’s shares issued for the acquisition at

the time of the group reorganisation in 1998.

Under the Companies Act 1981 of Bermuda
(as amended), the contributed surplus account
of the Company is available for distribution.
However, the Company cannot declare or pay
a dividend, or make a distribution out of

contributed surplus if:

(a) it is, or would after the payment be,
unable to pay its liabilities as they

become due; or

(b) the realisable value of its assets would
thereby be less than the aggregate of
its liabilities and its issued share capital

and share premium account.

The reserve available for distribution by the
Company to shareholders as at 31st December,
2006 is approximately HK$38,902,000 (2005:
HK$35,557,000).
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RZZBETERF+TZA=+—RH &2
FZETEMBRARIZERMT :

MEARER

Name of subsidiary

ZARERRORERAT
(Hix1)

Anhui Qiaofeng Package Printing
Co., Ltd. (note 1)

XEEXBRAF
Ever Honest Industries Limited

SEREBRAA

Excel Billion Investments Limited

HEREERRLA

Gainful Investments Limited

EEBRAA
Good Cheers Limited

Grand Vista Investments Limited*

RBARXORERAR (K1)
Harbin Gaomei Printing
Company Limited (note 1)

BRETRHR

EfAL/ EERRE/
BEE EMRE
Issued and fully

Place of paid ordinary

incorporation/
registration

share capital/
registered capital

i 6,380,000 7T
PRC US$6,380,000
B WET
Hong Kong HKS$2
EERAES (E
British Virgin Us$1
Islands
&b 4ET
Hong Kong HK$4
B AT
Hong Kong HK$2
REREES 4T
British Virgin uss4
Islands
ke 2,500,000% 0
PRC US$2,500,000

BRfT/ERRA
ARl

Percentage of issued/
registered capital

x28/
WEARRE
Held by the
Company/
subsidiaries
%

65

65
100
100
100
100
100

100

100
100

33
L

Attributable
to the Group
%

65

65

For the year ended 31st December, 2006

Particulars of the principal subsidiaries of the

Company at 31st December, 2006 are as follows:

ITEEH

Principal activities

IRRRERRER

Printing and manufacturing
of packaging products

REEH

Investment holding

AR

Investment holding

BAMLEK

Investment holding

REER
Investment holding

BABEK

Investment holding

DR RREREER
Printing and manufacturing
of packaging products
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Name of subsidiary

Kith Commulink Limited?

BREEARAH
Kith Credit Limited

BHETERAA

Kith Electronics Limited

Kith Limited®

BHRERRAE
Kith OE Limited

BRERERAT

Kith Resources Limited

BREEARRAR
Kith Supplies Limited

For the year ended 31st December, 2006

BRTRMRE

HBERL/ LERRE/
B AR A
Issued and fully

Place of paid ordinary

incorporation/
registration

share capital/
registered capital

EERAES (E
British Virgin Us$1
Islands
&b 4BT
Hong Kong HK$4
B 4T
Hong Kong HK$4
EERNES 4T
British Virgin Uss4
Islands
&k 4B
Hong Kong HK$4
i 4T
Hong Kong HK$4
&t 4BT
Hong Kong HK$4

BRT/ERRA
BAl

Percentage of issued/
registered capital

AR7/
WEA RS
Held by the
Company/
subsidiaries
%

100
100

100
100

100
100

100
100

AEH
LT

Attributable
to the Group
%

T & BR B Mt 5 Notes to the Consolidated Financial Statements

TEEH

Principal activities

REER

Investment holding

RUHBRS

Provision of financial services

DEETEH
Distribution of electronic
components

REERK

Investment holding

hBEE

Leasing of assets

MEBRTREY KRS
Provision of financial services
to group companies

PHEMER
Distribution of miscellaneous
products
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BEZTTAFFTZA=1+—HIFE Forthe year ended 31st December, 2006

BERIRAR
HRAYL/ EERRA/ BRT/ERRA
WEAREHE R TR A Bok TEER
Issued and fully
Place of paid ordinary
incorporation/ share capital/ Percentage of issued/
Name of subsidiary registration registered capital registered capital Principal activities
K28/ r58
WEA RS 3
Held by the
Company/  Attributable
subsidiaries  to the Group
% %
Prime View Investments Limited* ~ XERZEHS 4ET 100 100 REER
British Virgin Uss4 100 100 Investment holding
Islands
EHRRARRIRERAA i 18,000,000 7T 60 60 HRIRHERRER
(Hizt1)
Yunnan Qiaotong Package Printing ~ PRC US$18,000,000 60 60 Printing and manufacturing
Co., Ltd. (note 1) of packaging products
ERTRIVDBEERELELT PE AR 7,500,007 60 36 HRIRHERRER
(Hit2)
(note 2) PRC RMB7,500,000 60 36 Printing and manufacturing
of packaging products
RAMBYIOBERAR (WiHF2) & AE#6,200,0007C 100 60 HRRHEREER
Zhaotong Xingiao Printing Co., Ltd. PRC RMB6,200,000 100 60 Printing and manufacturing
(note 2) of packaging products
v FEHEBE(MUHEREEEZAHE * Companies operate principally in Hong Kong
B It ) A & 2 A E] e instead of in their respective places of

incorporation/establishment.
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7 Notes to the Consolidated Financial Statements

ZEERFTZA=+-BLLEFE

The Company directly holds the interest in Kith
Limited. All other interests above are indirectly held

by the Company.

Notes:

(1) These companies are sino-foreign equity joint
ventures established in the PRC.

(2) The company is a limited liability company
established in the PRC.

None of the subsidiaries had any debt securities
subsisting at the end of the year or at any time

during the year.

The above table lists the subsidiaries of the
Company which, in the opinion of the directors,
principally affected the results of the Group for the
year or formed a substantial portion of the net
assets of the Group at the end of the year. To give
details of all the subsidiaries would, in the opinion

of the directors, result in particular excessive length.



